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ANNCR: 

THIS WEEKEND, LEADERS OF SEVEN WESTERN INDUSTRIALIZED NATIONS 
WILL MEET IN BONN TO REVIEW SOME OF THE MAJOR PROBLEMS FACING 
THE GLOBAL ECONOMY. THE PROBLEMS THEY WILL DISCUSS DO NOT 
LEND THEMSELVES EASILY TO QUICK SOLUTIONS...AS WE HEAR IN THIS 
BACKGROUND REPORT BY VOA'S VERA HIRSCHBERG. 

VOICE: 

ANYONE EXPECTING INSTANT CURES FOR GLOBAL ECONOMIC ILLS 
TO COME OUT OF THE WEST GERMAN SUMMIT WILL PROBABLY BE 
DISAPPOINTED. TRADE LIBERALIZATION, THE DOLLAR'S DECLINE, THE 
STUBBORN JAPANESE TRADE SURPLUS AND THE EQUALLY STUBBORN UNITED 
STATES TRADE DEFICIT -- ALL ARE PROBLEMS THAT DEFY QUICK 
SOLUTIONS. INDEED, MOST OBSERVERS AGREE THAT NO EARLY 
SOLUTIONS ARE POSSIBLE, AND IF THERE ARE TO BE ANY AGREEMENTS 
AT ALL, PAINFUL ADJUSTMENTS WILL BE REQUIRED. 

AT THE HEART OF MANY OF THE PROBLEMS IS THE FACT THAT THE 
WORLD HAS BEEN SLOW TO RECOVER FROM THE RECESSION OF 1974 AND 
1975 TRIGGERED BY THE ARAB OIL EMBARGO AND THE SUBSEQUENT 
QUINTUPLING OF OIL PRICES. HIGH OIL PRICES ARE FUELING INFLATION 
AND SLOWING ECONOMIC GROWTH IN THE INDUSTRIALIZED NATIONS AND 
HIGH UNEMPLOYMENT, PARTICULARLY IN THE STAGNANT ECONOMIES OF 
WESTERN EUROPE, SHOWS NO SIGNS OF ABATING SOON. IN WESTERN 
EUROPE'S COMMON MARKET COUNTRIES, FOR EXAMPLE, UNEMPLOYMENT IS 
APPROACHING SIX PER CENT. TO MAKE MATTER WORSE, CAPITAL 
INVESTMENT, THE KEY TO ECONOMIC GROWTH, IS LAGGING AND INFLATION 
IS GROWING. 
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IN THE UNITED STATES, THE SITUATION IS SIMILAR. ON THE 
PLUS SIDE, UNEMPLOYMENT IS DROPPING. AND OIL IMPORTS, WHICH 
MANY BLAME FOR THE HUGE UNITED STATES TRADE DEFICIT AND THE 
DOLLAR'S DECLINE HAVE BEEN LOWER IN RECENT MONTHS. BUT ON THE 
MINUS SIDE, THE CARTER ADMINISTRATION HAS SCALED DOWN ITS 
ECONOMIC GROWTH PREDICTIONS FOR THIS YEAR AND INFLATION IS 
ACCELERATING. AND THE ADMINISTRATION'S ENERGY BILL, WHICH 
PRESIDENT CARTER AND THE EUROPEANS HAVE BEEN COUNTING ON TO 
PERMANENTLY CURB AMERICAN OIL IMPORTS, STILL LANGUISHES IN 
THE UNITED STATES CONGRESS. 

ON THE TRADE FRONT, PROSPECTS APPEAR NO BRIGHTER. IN 
JAPAN, EUROPE AND THE UNITED STATES PROTECTIONIST SENTIMENT IS 
GROWING. THE NEGOTIATORS AT THE GENEVA TRADE TALKS, WHO HAD 
HOPED TO REACH BROAD AGREEMENT IN TIME FOR THE BONN SUMMIT, 
HAVE BEEN UNABLE TO DO SO. ROBERT STRAUSS, THE UNITED STATES’ 
CHIEF TRADE NEGOTIATOR, SAYS THAT A MAJOR STICKING POINT IS 
THE RELUCTANCE OF EUROPEAN NATIONS AND JAPAN TO LOOSEN RESTRAINTS 
ON AMERICAN FARM IMPORTS. LAST WEEKEND, BOTH WEST GERMAN 
CHANCELLOR HELMUT SCHMIDT AND THE HEAD OF JAPAN'S ECONOMIC 
PLANNING AGENCY CRITICIZED MISTER STRAUSS* TOUGH STAND ON THIS 
ISSUE AND SAID THE UNITED STATES WAS NOT DOING ENOUGH TO CONTROL 
INFLATION AND OIL IMPORTS. IN THE VIEW OF MANY ECONOMIC 
OBSERVERS, THE UNUSUALLY HARD-HITTING STATEMENTS OF BOTH 
LEADERS ON THE EVE OF THE SUMMIT DO NOT BODE WELL FOR HARMONY 
THIS WEEKEND IN BONN, 

ANOTHER PROBLEM VERY MUCH ON THE MINDS OF THE SUMMIT 
PARTICIPANTS IS THE QUESTION OF CURRENCY STABILITY, WITH THE 
SLIDE OF THE DOLLAR IN RELATION TO THE YEN AND MANY WESTERN 


EUROPEAN CURRENCIES, WEST EUROPEAN LEADERS WORRY ABOUT THE 
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EFFECTS OF SHARP FLUCTUATIONS IN EXCHANGE RATES ON THEIR 
ECONOMIES. LAST WEEK THEY MET IN BREMEN, WEST GERMANY TO 
DISCUSS A NEW FRENCH-GERMAN CURRENCY STABILIZATION PLAN WHICH 
WOULD GRADUALLY LINK THE CURRENCIES OF THE NINE EUROPEAN 
COMMON MARKET COUNTRIES IN A JOINT FLOAT AGAINST THE DOLLAR. 
THERE IS ALSO THE ISSUE OF RELATIVE ECONOMIC GROWTH 
AMONG THE MAJOR INDUSTRIALIZED COUNTRIES. FOR SOME TIME, THE 
UNITED STATES HAS URGED GERMANY AND JAPAN TO STIMULATE THEIR 
ECONOMIES MORE TO STIMULATE DEMAND FOR AMERICAN IMPORTS AND 
THUS HELP CORRECT THE UNITED STATES TRADE DEFICIT. BUT 
WASHINGTON'S MAJOR TRADING PARTNERS HAVE SO FAR EFFECTIVELY 
RESISTED THESE PRESSURES, FEARING THE LIKELY INFLATIONARY 
EFFECTS OF SUCH MOVES. 
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